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AGENDA | TEM

Purchasing strategies -- Kevin Hayes, Anne Mitti,

Jill Bernstein

M5. MJTTI: Last nonth we presented our work plan and
summary findings for our draft purchasing strategies chapter. As
you may recall, the purpose of this effort is to explore the

range of strategies that private purchasers and ot her
government al purchasers may be sing to inprove the efficiency of
health care delivery. Qur thought here is that this experience
may provide ideas for the managenent of the Medicare fee-for-
service program

Since the | ast neeting we have revised our findings,

i ncorporating your coments as well as additional research. W
have al so added to the chapter a discussion focusing on the
strategi es used by the private sector to address concerns about
t he appropriateness and quality of imaging services. This
includes a brief assessnent of the extent to which the federal
government is using simlar strategies. Kevin will provide
further detail on that in a noment.

Qur final new part of the draft raises several of the
fundamental issues that nust be addressed if these strategies are
considered for fee-for-service Medicare, and Jill say that a bit
about this. First, let me just turn it over to Kevin though and
say that we | ook forward to getting your comrents on the chapter
as a whol e at the concl usion.

DR. HAYES: W' Il talk now about the imging section of the
chapter. One way to think about it is as a kind of case study.
It gave us an opportunity focus in on a particular type of
service, provide sone additional detail on private insurers
purchasing strategies. The other thing it allowed us to do was
to look for parallels or simlarities between the strategies of
private insurers and current activities of the federal
government, either on the part of CM5 or in the case of, as we'll
get to in a mnute, mammography facilities of the Food and Drug
Adm ni stration

So why i magi ng services otherwise? First off, we have the
matter of last year's June report. Recall that we had a chapter
there on growh and variation in the use of physician services.
One type of service we paid particular attention to was i nmagi ng.
It was a case where we found quite a bit of variation
geographically in use of the services, and it raised questions,
as other research has done, about whether there is sone overuse
of these services.

The ot her reason to consider inmaging services froma
pur chasi ng strategi es standpoint has to do wth the panel that we
had at last nmonth's neeting. Froma staff standpoint our
perception was that the panel generated a fair anmount of
di scussi on anong conm ssioners and was overall well-received, so
we wanted to try to summari ze what the panelists said and then,
as | say, link that to current federal policy.

So the next part of our plan here for this chapter is to



just to sumari ze what we heard fromthe panelists. In general
we can see that they tal ked about a nunber of different
strategies. It's useful | think to categorize theminto two
groups. W have the first three strategies profiling,
preaut hori zati on, beneficiary education. These were strategies
that we heard about otherwise in interviews with health plan
executives. One way to perceive what the panelists said was that
it wasn't anything particularly unique about imagi ng services
with respect to these strategies.

On the other hand, the last three, the safety standards,
privileging, and coding edits did cone across as havi ng been
honed a fair anobunt to focus in on particular issues surroundi ng
i mgi ng services. They really were intended to address half a
dozen or so different problens that the private insurers had
identified in the market areas where they are operating. They
i ncl ude such things as proliferation of imaging equi pnent, |ack
of famliarity with new inmaging nodalities on the part of sone
physi ci ans, concerns about self-referral, direct-to-consuner
mar ket i ng of imaging services, repetition of imaging studies, and
poor quality of imaging equi pnent, or just in general concerns
about the technical quality of inmaging services.

VWhat 1'd like to do nowis just briefly summari ze what we
sai d about those latter three strategies for the chapter.

Turning first to the nmatter of safety standards and inspections,
we heard about a study which showed that failure rates on

i nspections of imaging facilities approached 50 percent,
dependi ng upon the type of practitioner operating the facility.
Different kinds of problenms were identified, a couple of them had
to do first off with the age of equipnent; just use of old

equi pnent, used equi pnent, that kind of thing. The other was

i ncorrect equi pnment, wong equipnent for the job. W had the
vivid exanpl e of dental equi prment used for x-rays of toes.

So what we have here is a strategy that is essentially in
two parts. W have, one, the devel opnent of standards, and the
second has to do with the field work of actually inspecting the
facilities. Wen we |ook at current activities of the federal
governnment we see a couple of parallels here. The first has to
do with the work of the Food and Drug Administration in
i nspecting on a regular basis sone 9,000 or so outpatient imaging
facilities. They do so under authority of the Mammography
Qual ity Standards Act that was passed in 1992.

The ot her area where we see sonme simlarities has to do with
t he rat her extensive program of survey and certification that is
adm ni stered by CM5. The standards involved here go by a couple
of different nanmes, one, conditions of participation, the other,
conditions of coverage kind of depends on the type of the service
and setting. But in any case, what we're tal king here about is a
set of standards primarily for institutional services, hospitals,
SNFs, that kind of thing, some Part B coverage having to do with
renal dialysis facilities. But the notable exception here is
physi ci an services that are not subject to survey and
certification at all with the exception of the last itemthat's
listed here which has to do with clinical |aboratory services.
Under authority of the Cinical Laboratory |nprovenent Amendnents



passed in 1988 CM5 is doing survey and certification of clinical
| abs, many of which are in physician offices. So that's the
story with respect to this first strategy, standards and

i nspecti ons.

Then we can turn to anot her strategy, privileging, which can
be defined as a policy of restricting paynment to certain
physi ci ans based on things |ike specialty, qualifications or
other criteria. This strategy too is responding to concerns
about technical quality as are the safety standards, but al so
concerns about proliferation of equi pnment and self-referral.

CVB has sonme experience with this kind of a strategy. The
obvi ous exanple here has to do with the policy having to do with
coverage for services provided by chiropractors. There is
essentially one service covered here and that's mani pul ati on of
the spine. Oher exanples have the do with a recent policy
adopted with power-operated vehicles, also known as scooters.
Her e because of sone concerns about fraud and abuse and rapid
acceleration and growh in use of these devices CM5 has
established sone criteria saying that only sel ected physicians
can order these things. This would be physicians specializing in
r heumat ol ogy, physical nedicine, orthopedic surgery, or

neur ol ogy.

The other thing that we could do here is to link the idea of
privileging with limts on self-referral. As you know, under the
Stark laws there are restrictions on self-referral. Physicians

cannot referred Medicare or Medicaid patients to entities which
they or nenbers of their famly have a financial interest. These
entities covered by the |law include radi ol ogy services, but other
things too |like | aboratory services, physical therapy, hone
heal t h, and durabl e nedi cal equi pnment.

The topic of self-referral admttedly is a very conpl ex one,
one that we'll take on in the context of work on a report
concerning specialty hospitals, a report that you'll hear about
tomorrow. But suffice it to say for now that we have a
contractor working on this with sone | egal expertise in the area.
But for nowlet nme just say that one way to think about what the
panelists said last nonth in the context of self-referral is that
they view their privileging policies as a way to fill a gap
that's not addressed by Stark. That would be that if we think
about Stark as covering things like referral to the | ab down the
street, the imging center down the street, that |eaves then the
other formof self-referral, which is referral of patients to in-
of fi ce equi pnent; the orthopedic surgeon who has an MRl nachi ne
in the office. So we could viewthe privileging strategies of
private insurers as a way to address that formof self-referra
not addressed by Stark.

That then brings us to the third strategy here which is
coding edits. This one fromour perception seens to be the one
that's nost simlar to current Medicare policy. Recall that
t hese coding edits are rules that are invoked during clains
processing to make deci si ons about whether or how nuch to pay for
billed services. Medicare has a system a nmechanismin place for
devel oping these edits called the correct coding initiative, a
transparent process that allows for input fromthe physician



community. The result is a set of edits that are in the public
domain, and it turns out that private insurers often use those
edits. They then add to themin a couple of different ways.

For exanple, they m ght have edits that conpare billed
services to practice guidelines. They mght also make sone
paynent adjustnents when nultiple services are billed on a single
claim A good exanple of this would be conputed tonography
services where they would pay a full paynent for -- inagine a
patient comes in for two CT services, one of the abdonen, another
of the pelvis. They would pay the full rate for one of the
procedures, but a discounted rate on the second one.

Medi care has a simlar policy like that now for surgical
services, but nothing for anything other than that and certainly
not for inmaging services.

So just to wap things up here, we have heard from a panel.
W' ve heard about a nunber of ideas, see sonme parallels between
what private insurers are doing and Medicare policy. The
guestion now is, should we go further in |earning nore about ways
to perhaps adapt these policies for the Medicare progranf

Next steps in doing so would include things |ike |ooking
nore closing at what private insurers are doing, conparing that
to Medi care and existing policy, and understandi ng better what
the feasibility is of actually inporting sone of these
strat egi es.

The other thing to | earn about would be just effectiveness,
and what ki nds of savings experience the private insurers have
had with these strategies, what the inplications are for quality
and that kind of thing.

Jill nowis going to talk about the idea of next steps from
a broader perspective on purchasing strategies overall.

DR. BERNSTEIN: Looki ng ahead to where we go from here, the
chapter ends with a very brief overview of sone broad eval uation
issues. The first have to do with the current structure of the
Medi care program and the chapter includes a brief overview of
sone issues related to | aw and regul ation and to Medicare's
purchasing authority. The other issue |ook nore closely at the
speci fic issues surrounding individual purchasing strategies and
what they mght nean in fee-for-service Medicare.

A basic question is, how would different purchasing
strategies affect Medicare beneficiaries? W would also want to
know how a purchasing strategy mght affect the delivery system
that serves beneficiaries and therefore m ght affect their access
to care. And finally, could the Medicare program adm nister a
particul ar strategy effectively?

We | ook forward to your conmments on this and the rest of the
chapter.

MR. HACKBARTH. Questions or comrents?

DR. NEWHOUSE: There was a suggestion made at one point in
this chapter on the availability of CMS clains data to other
carriers for purposes of profiling, and since in many mnarkets
many carriers have very small market shares it's not really
feasible for themto profile. | was wondering if we should nmake
a recomendation to the Congress that they authorize that, since
my understanding is that CM5 is worried that that's beyond their



pay grade to do.

MR. HACKBARTH. Any reaction to that?

M5. MJUTTI: W definitely heard that froma nunber of people
that we interviewed, that they would be anxious to get that data
and we understood that CMS was uncl ear whether they had the | egal
authority to do that. There was privacy issues ralsed, concern
about people being able to identify beneficiaries. But the
advocat es of having access to that information pointed out that
t hey thought that it could be done in a way so that
beneficiaries' identification was suppressed. But | think sone
peopl e are concerned about the physician identification being so
avai | abl e.

MR. FEEZOR: That was nentioned at the top of page 10, that
gets into what she just said and would be a place if we want to
insert that.

MR. HACKBARTH. O her questions, conments?

MR. FEEZOR: Mne dealt nore with -- Kevin, first off thank
you for your view on the inmaging. W sonehow need to really
drive hone just the growth of that even nore than perhaps we do.

My comrent that struck nme nost and | felt we were maybe
shortchangi ng our readers a bit was in the reference to the
heal th resource accounts. W talk about conceptually what
they're used for, but we don't nmention the fact in terns of the
pretax, post-tax. W don't get into any discussion on that, and
| think that would be very hel pful to have that spelled out a
little bit nore. And then particularly the ability to do any
roll over on that, and whether or not we are tal king about active
versus passive incone, since the latter is nore applicable to
retirees.

Then one ot her observation, and if didn't come out in your
anal ysis or discussion with other third-party payers, but all on
the centers of enphasis, centers of excellence | noticed that
geographi c di stance was not listed as an issue that had to be
dealt with. | knowin a couple of prograns that we | ooked at
when | was on the payers' side, that was a very real thing, the
ability to nove |arge anounts of that specialty to areas that
were nore than 70 or 100 mles away frequently; was a big issue.
One of the ways we dealt with that was basically comng up with
an acconpani nent benefit where you actually pay for famlies
hotel for a brief period a tinme. |If that was not found or any of
the fol ks that you interviewed that was not an issue, then not.
But otherwise, it seens to ne that's one of the things, rea
barriers to using the centers of excellence, centers of enphasis.

DR. WOLTER: 1'd just underscore, think the self-referra
issue is a very inportant issue and we do have areas that are
wel | -defined where it's clearly identified as a conflict of
interest, and then we have other areas where it remains not very

wel |l -defined. It is conplicated but | think it's an inportant
i ssue which is driving lots of investnent in various parts of the
health care sector today. So I'lIl be quite interested to see

what your contractor conmes up with and how we m ght approach
defining that even nore.

| think the other thing I would just nmention in ternms of
approaches to the rapidly growing cost in imging -- and |



certainly don't have ny hospital or physician or rural hat on
right now -- but it is one of the highest margin activities in
health care. | think that doesn't nmean that people are
necessarily doing a ot of inappropriate things. There's |lots of
reasons why imagi ng has grown and people need the service, but it
is very high margin, so | think paynment rates are certainly part
of the issue.

DR MLLER Kevin said this but I'd just like to draw it
out for people, and you' ve touched on it again so | just want to
say it. | think there's one path that we will pursue and plan to
pursue where we're going to look at self-referral and tal k about
how it got where it is and how the rules apply. This gets
particularly conplicated because we're tal king about in-office
types of activities where self-referral gets incredibly
conpl i cat ed.

The point | just want people to track on is, what Kevin was
rem nding us that the panel said is, they go at that issue
differently. So they may, instead of going through a self-
referral exercise, go through a privileging exercise. | realize
for Medicare that's a very conplicated policy area. But | just
wanted to draw that point for you, that for the private sector,
sonme of these people go at that issue a little bit differently,
which is not to say that we won't be taking that issue on. |
just wanted to nmake sure that that point caught people's
attention.

MR. HACKBARTH: Ot hers?

Li ke Allen Feezor, | thought that maybe we coul d el aborate a
little bit nore on why we el ected to include inmaging as an
exanple within this. | think we just cross-reference sone

previ ous Medicare work, but | think it m ght be helpful just to
el aborate on the growth and the |ike w thout prejudging in any
way what policy neasures, if any, ought to be taken.

But | do feel like this is a good area for us to explore
next year and do intend to conme back. Maybe we'll decide it is a
fruitful area; maybe not. | don't know But | think there are a

nunber of reasons, not |east of which is what we heard fromthe
panel last time, that we ought to take a close | ook at this.

DR. NELSON: Sonewhere see if you can insert a sentence
about the role that direct-to-consumer advertising of these
capabilities is playing, because |I don't know how it is in other
markets but there's sure a lot of stuff on the air about open
CTs, and it's not unheard of for patients nowto go into their
physi ci ans and say, ny knee hurts, | want a CAT scan on it. The
demand managenent piece of this is sonething that at | east needs
to be acknow edged.

DR. STONERS: | just read an article again the other day
about the increase in x-ray use and that kind of thing is
connected to the PLI crisis in the country, and there's a | ot
nore -- we've always had troubl e neasuring defensive nedicine and
all of that, but there are some things com ng out about that
particular crisis going across the country now, increasing the
amount of inmages and ordering them quickly than we did five or
si X years ago when that person asked for the knee or the
abdom nal pain or whatever. W're a ot quicker to get the



hi gher-priced scanning and that kind of thing than we were a few
years ago. That's definitely true in our energency roomns.

MR. HACKBARTH. Anyt hi ng el se?

kay, thank you.



